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3500.16 Title companies. 
3500.17 Escrow accounts. 
3500.18 Validity of contracts and liens. 
3500.19 Enforcement. 
3500.20 [Reserved] 
3500.21 Mortgage servicing transfers. 

APPENDIX A TO PART 3500—INSTRUCTIONS FOR 
COMPLETING HUD–1 AND HUD–1A SETTLE-
MENT STATEMENTS; SAMPLE HUD–1 AND 
HUD–1A STATEMENTS 

APPENDIX B TO PART 3500—ILLUSTRATIONS OF 
REQUIREMENTS OF RESPA 

APPENDIX C TO PART 3500—SAMPLE FORM OF 
GOOD FAITH ESTIMATE 

APPENDIX D TO PART 3500—AFFILIATED BUSI-
NESS ARRANGEMENT DISCLOSURE STATE-
MENT FORMAT 

APPENDIX E TO PART 3500—ARITHMETIC STEPS 
APPENDIX MS–1 TO PART 3500—SERVICING DIS-

CLOSURE STATEMENT 
APPENDIX MS–2 TO PART 3500—NOTICE OF AS-

SIGNMENT, SALE, OR TRANSFER OF SERV-
ICING RIGHTS 

AUTHORITY: 12 U.S.C. 2601 et seq.; 42 U.S.C. 
3535(d). 

SOURCE: 57 FR 49607, Nov. 2, 1992, unless 
otherwise noted. Sections 3500.1 through 
3500.19 and 3500.21 revised at 61 FR 13233, Mar. 
26, 1996. 

§ 3500.1 Designation. 

This part may be referred to as Regu-
lation X. 

§ 3500.2 Definitions. 
(a) Statutory terms. All terms defined 

in RESPA (12 U.S.C. 2602) are used in 
accordance with their statutory mean-
ing unless otherwise defined in para-
graph (b) of this section or elsewhere in 
this part. 

(b) Other terms. As used in this part: 
Application means the submission of a 

borrower’s financial information in an-
ticipation of a credit decision, whether 
written or computer-generated, relat-
ing to a federally related mortgage 
loan. If the submission does not state 
or identify a specific property, the sub-
mission is an application for a pre- 
qualification and not an application for 
a federally related mortgage loan 
under this part. The subsequent addi-
tion of an identified property to the 
submission converts the submission to 
an application for a federally related 
mortgage loan. 

Business day means a day on which 
the offices of the business entity are 
open to the public for carrying on sub-

stantially all of the entity’s business 
functions. 

Dealer means, in the case of property 
improvement loans, a seller, con-
tractor, or supplier of goods or serv-
ices. In the case of manufactured home 
loans, ‘‘dealer’’ means one who engages 
in the business of manufactured home 
retail sales. 

Dealer loan or dealer consumer credit 
contract means, generally, any arrange-
ment in which a dealer assists the bor-
rower in obtaining a federally related 
mortgage loan from the funding lender 
and then assigns the dealer’s legal in-
terests to the funding lender and re-
ceives the net proceeds of the loan. The 
funding lender is the lender for the pur-
poses of the disclosure requirements of 
this part. If a dealer is a ‘‘creditor’’ as 
defined under the definition of ‘‘feder-
ally related mortgage loan’’ in this 
part, the dealer is the lender for pur-
poses of this part. 

Effective date of transfer is defined in 
section 6(i)(1) of RESPA (12 U.S.C. 
2605(i)(1)). In the case of a home equity 
conversion mortgage or reverse mort-
gage as referenced in this section, the 
effective date of transfer is the transfer 
date agreed upon by the transferee 
servicer and the transferor servicer. 

Federally related mortgage loan or 
mortgage loan means as follows: 

(1) Any loan (other than temporary 
financing, such as a construction loan): 

(i) That is secured by a first or subor-
dinate lien on residential real property, 
including a refinancing of any secured 
loan on residential real property upon 
which there is either: 

(A) Located or, following settlement, 
will be constructed using proceeds of 
the loan, a structure or structures de-
signed principally for occupancy of 
from one to four families (including in-
dividual units of condominiums and co-
operatives and including any related 
interests, such as a share in the cooper-
ative or right to occupancy of the 
unit); or 

(B) Located or, following settlement, 
will be placed using proceeds of the 
loan, a manufactured home; and 

(ii) For which one of the following 
paragraphs applies. The loan: 

(A) Is made in whole or in part by 
any lender that is either regulated by 
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or whose deposits or accounts are in-
sured by any agency of the Federal 
Government; 

(B) Is made in whole or in part, or is 
insured, guaranteed, supplemented, or 
assisted in any way: 

(1) By the Secretary or any other of-
ficer or agency of the Federal Govern-
ment; or 

(2) Under or in connection with a 
housing or urban development program 
administered by the Secretary or a 
housing or related program adminis-
tered by any other officer or agency of 
the Federal Government; 

(C) Is intended to be sold by the orig-
inating lender to the Federal National 
Mortgage Association, the Government 
National Mortgage Association, the 
Federal Home Loan Mortgage Corpora-
tion (or its successors), or a financial 
institution from which the loan is to be 
purchased by the Federal Home Loan 
Mortgage Corporation (or its succes-
sors); 

(D) Is made in whole or in part by a 
‘‘creditor’’, as defined in section 103(f) 
of the Consumer Credit Protection Act 
(15 U.S.C. 1602(f)), that makes or in-
vests in residential real estate loans 
aggregating more than $1,000,000 per 
year. For purposes of this definition, 
the term ‘‘creditor’’ does not include 
any agency or instrumentality of any 
State, and the term ‘‘residential real 
estate loan’’ means any loan secured 
by residential real property, including 
single-family and multifamily residen-
tial property; 

(E) Is originated either by a dealer 
or, if the obligation is to be assigned to 
any maker of mortgage loans specified 
in paragraphs (1)(ii) (A) through (D) of 
this definition, by a mortgage broker; 
or 

(F) Is the subject of a home equity 
conversion mortgage, also frequently 
called a ‘‘reverse mortgage,’’ issued by 
any maker of mortgage loans specified 
in paragraphs (1)(ii) (A) through (D) of 
this definition. 

(2) Any installment sales contract, 
land contract, or contract for deed on 
otherwise qualifying residential prop-
erty is a federally related mortgage 
loan if the contract is funded in whole 
or in part by proceeds of a loan made 
by any maker of mortgage loans speci-

fied in paragraphs (1)(ii) (A) through 
(D) of this definition. 

(3) If the residential real property se-
curing a mortgage loan is not located 
in a State, the loan is not a federally 
related mortgage loan. 

Good faith estimate means an esti-
mate, prepared in accordance with sec-
tion 5 of RESPA (12 U.S.C. 2604), of 
charges that a borrower is likely to 
incur in connection with a settlement. 

HUD–1 or HUD–1A settlement statement 
(also HUD–1 or HUD–1A) means the 
statement that is prescribed by the 
Secretary in this part for setting forth 
settlement charges in connection with 
either the purchase or the refinancing 
(or other subordinate lien transaction) 
of 1- to 4-family residential property. 

Lender means, generally, the secured 
creditor or creditors named in the debt 
obligation and document creating the 
lien. For loans originated by a mort-
gage broker that closes a federally re-
lated mortgage loan in its own name in 
a table funding transaction, the lender 
is the person to whom the obligation is 
initially assigned at or after settle-
ment. A lender, in connection with 
dealer loans, is the lender to whom the 
loan is assigned, unless the dealer 
meets the definition of creditor as de-
fined under ‘‘federally related mort-
gage loan’’ in this section. See also 
§ 3500.5(b)(7), secondary market trans-
actions. 

Managerial employee means an em-
ployee of a settlement service provider 
who does not routinely deal directly 
with consumers, and who either hires, 
directs, assigns, promotes, or rewards 
other employees or independent con-
tractors, or is in a position to formu-
late, determine, or influence the poli-
cies of the employer. Neither the term 
‘‘managerial employee’’ nor the term 
‘‘employee’’ includes independent con-
tractors, but a managerial employee 
may hold a real estate brokerage or 
agency license. 

Manufactured home is defined in 
§ 3280.2 of this title. 

Mortgage broker means a person (not 
an employee or exclusive agent of a 
lender) who brings a borrower and lend-
er together to obtain a federally re-
lated mortgage loan, and who renders 
services as described in the definition 

VerDate Aug<31>2005 16:18 May 16, 2008 Jkt 214081 PO 00000 Frm 00319 Fmt 8010 Sfmt 8010 Y:\SGML\214081.XXX 214081m
st

oc
ks

til
l o

n 
P

R
O

D
1P

C
66

 w
ith

 C
F

R



310 

24 CFR Ch. XX (4–1–08 Edition) § 3500.2 

of ‘‘settlement services’’ in this sec-
tion. A loan correspondent approved 
under § 202.8 of this title for Federal 
Housing Administration programs is a 
mortgage broker for purposes of this 
part. 

Mortgaged property means the real 
property that is security for the feder-
ally related mortgage loan. 

Person is defined in section 3(5) of 
RESPA (12 U.S.C. 2602(5)). 

Public Guidance Documents means 
documents that HUD has published in 
the FEDERAL REGISTER, and that it 
may amend from time-to-time by pub-
lication in the FEDERAL REGISTER. 
These documents are also available 
from HUD at the address indicated in 
24 CFR 3500.3. 

Refinancing means a transaction in 
which an existing obligation that was 
subject to a secured lien on residential 
real property is satisfied and replaced 
by a new obligation undertaken by the 
same borrower and with the same or a 
new lender. The following shall not be 
treated as a refinancing, even when the 
existing obligation is satisfied and re-
placed by a new obligation with the 
same lender (this definition of ‘‘refi-
nancing’’ as to transactions with the 
same lender is similar to Regulation Z, 
12 CFR 226.20(a)): 

(1) A renewal of a single payment ob-
ligation with no change in the original 
terms; 

(2) A reduction in the annual percent-
age rate as computed under the Truth 
in Lending Act with a corresponding 
change in the payment schedule; 

(3) An agreement involving a court 
proceeding; 

(4) A workout agreement, in which a 
change in the payment schedule or 
change in collateral requirements is 
agreed to as a result of the consumer’s 
default or delinquency, unless the rate 
is increased or the new amount fi-
nanced exceeds the unpaid balance plus 
earned finance charges and premiums 
for continuation of allowable insur-
ance; and 

(5) The renewal of optional insurance 
purchased by the consumer that is 
added to an existing transaction, if dis-
closures relating to the initial pur-
chase were provided. 

Regulation Z means the regulations 
issued by the Board of Governors of the 

Federal Reserve System (12 CFR part 
226) to implement the Federal Truth in 
Lending Act (15 U.S.C. 1601 et seq.), and 
includes the Commentary on Regula-
tion Z. 

Required use means a situation in 
which a person must use a particular 
provider of a settlement service in 
order to have access to some distinct 
service or property, and the person will 
pay for the settlement service of the 
particular provider or will pay a charge 
attributable, in whole or in part, to the 
settlement service. However, the offer-
ing of a package (or combination of 
settlement services) or the offering of 
discounts or rebates to consumers for 
the purchase of multiple settlement 
services does not constitute a required 
use. Any package or discount must be 
optional to the purchaser. The discount 
must be a true discount below the 
prices that are otherwise generally 
available, and must not be made up by 
higher costs elsewhere in the settle-
ment process. 

RESPA means the Real Estate Settle-
ment Procedures Act of 1974, 12 U.S.C. 
2601 et seq. 

Servicer means the person responsible 
for the servicing of a mortgage loan 
(including the person who makes or 
holds a mortgage loan if such person 
also services the mortgage loan). The 
term does not include: 

(1) The Federal Deposit Insurance 
Corporation (FDIC) or the Resolution 
Trust Corporation (RTC), in connection 
with assets acquired, assigned, sold, or 
transferred pursuant to section 13(c) of 
the Federal Deposit Insurance Act or 
as receiver or conservator of an insured 
depository institution; and 

(2) The Federal National Mortgage 
Corporation (FNMA); the Federal 
Home Loan Mortgage Corporation 
(Freddie Mac); the RTC; the FDIC; 
HUD, including the Government Na-
tional Mortgage Association (GNMA) 
and the Federal Housing Administra-
tion (FHA) (including cases in which a 
mortgage insured under the National 
Housing Act (12 U.S.C. 1701 et seq.) is 
assigned to HUD); the National Credit 
Union Administration (NCUA); the 
Farmers Home Administration or its 
successor agency under Public Law 103– 
354 (FmHA); and the Department of 
Veterans Affairs (VA), in any case in 
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which the assignment, sale, or transfer 
of the servicing of the mortgage loan is 
preceded by termination of the con-
tract for servicing the loan for cause, 
commencement of proceedings for 
bankruptcy of the servicer, or com-
mencement of proceedings by the FDIC 
or RTC for conservatorship or receiver-
ship of the servicer (or an entity by 
which the servicer is owned or con-
trolled). 

Servicing means receiving any sched-
uled periodic payments from a bor-
rower pursuant to the terms of any 
mortgage loan, including amounts for 
escrow accounts under section 10 of 
RESPA (12 U.S.C. 2609), and making the 
payments to the owner of the loan or 
other third parties of principal and in-
terest and such other payments with 
respect to the amounts received from 
the borrower as may be required pursu-
ant to the terms of the mortgage serv-
icing loan documents or servicing con-
tract. In the case of a home equity con-
version mortgage or reverse mortgage 
as referenced in this section, servicing 
includes making payments to the bor-
rower. 

Settlement means the process of exe-
cuting legally binding documents re-
garding a lien on property that is sub-
ject to a federally related mortgage 
loan. This process may also be called 
‘‘closing’’ or ‘‘escrow’’ in different ju-
risdictions. 

Settlement service means any service 
provided in connection with a prospec-
tive or actual settlement, including, 
but not limited to, any one or more of 
the following: 

(1) Origination of a federally related 
mortgage loan (including, but not lim-
ited to, the taking of loan applications, 
loan processing, and the underwriting 
and funding of such loans); 

(2) Rendering of services by a mort-
gage broker (including counseling, tak-
ing of applications, obtaining 
verifications and appraisals, and other 
loan processing and origination serv-
ices, and communicating with the bor-
rower and lender); 

(3) Provision of any services related 
to the origination, processing or fund-
ing of a federally related mortgage 
loan; 

(4) Provision of title services, includ-
ing title searches, title examinations, 

abstract preparation, insurability de-
terminations, and the issuance of title 
commitments and title insurance poli-
cies; 

(5) Rendering of services by an attor-
ney; 

(6) Preparation of documents, includ-
ing notarization, delivery, and recorda-
tion; 

(7) Rendering of credit reports and 
appraisals; 

(8) Rendering of inspections, includ-
ing inspections required by applicable 
law or any inspections required by the 
sales contract or mortgage documents 
prior to transfer of title; 

(9) Conducting of settlement by a set-
tlement agent and any related services; 

(10) Provision of services involving 
mortgage insurance; 

(11) Provision of services involving 
hazard, flood, or other casualty insur-
ance or homeowner’s warranties; 

(12) Provision of services involving 
mortgage life, disability, or similar in-
surance designed to pay a mortgage 
loan upon disability or death of a bor-
rower, but only if such insurance is re-
quired by the lender as a condition of 
the loan; 

(13) Provision of services involving 
real property taxes or any other assess-
ments or charges on the real property; 

(14) Rendering of services by a real 
estate agent or real estate broker; and 

(15) Provision of any other services 
for which a settlement service provider 
requires a borrower or seller to pay. 

Special information booklet means the 
booklet prepared by the Secretary pur-
suant to section 5 of RESPA (12 U.S.C. 
2604) to help persons understand the na-
ture and costs of settlement services. 
The Secretary publishes the form of 
the special information booklet in the 
FEDERAL REGISTER. The Secretary may 
issue or approve additional booklets or 
alternative booklets by publication of 
a Notice in the FEDERAL REGISTER. 

State means any State of the United 
States, the District of Columbia, the 
Commonwealth of Puerto Rico, and 
any territory or possession of the 
United States. 

Table funding means a settlement at 
which a loan is funded by a contem-
poraneous advance of loan funds and an 
assignment of the loan to the person 
advancing the funds. A table-funded 
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transaction is not a secondary market 
transaction (see § 3500.5(b)(7)). 

Title company means any institution, 
or its duly authorized agent, that is 
qualified to issue title insurance. 

[61 FR 13233, Mar. 26, 1996, as amended at 61 
FR 29252, June 7, 1996; 61 FR 58475, Nov. 15, 
1996; 62 FR 20088, Apr. 24, 1997] 

EFFECTIVE DATE NOTE: At 61 FR 29252, June 
7, 1996, § 3500.2(b) was amended by adding a 
definition of ‘‘managerial employee’’, effec-
tive Oct. 7, 1996. At 61 FR 51782, Oct. 4, 1996, 
the effective date was delayed until further 
notice. 

§ 3500.3 Questions or suggestions from 
public and copies of public guid-
ance documents. 

Any questions or suggestions from 
the public regarding RESPA, or re-
quests for copies of HUD Public Guid-
ance Documents, should be directed to 
the Director, Office of Consumer and 
Regulatory Affairs, Department of 
Housing and Urban Development, 451 
Seventh Street SW., Washington, DC 
20410–8000, rather than to HUD field of-
fices. Legal questions may be directed 
to the Assistant General Counsel, GSE/ 
RESPA Division, at this address. 

§ 3500.4 Reliance upon rule, regulation 
or interpretation by HUD. 

(a) Rule, regulation or interpretation. 
(1) For purposes of sections 19 (a) and 
(b) of RESPA (12 U.S.C. 2617 (a) and (b)) 
only the following constitute a rule, 
regulation or interpretation of the Sec-
retary: 

(i) All provisions, including appen-
dices, of this part. Any other document 
referred to in this part is not incor-
porated in this part unless it is specifi-
cally set out in this part; 

(ii) Any other document that is pub-
lished in the FEDERAL REGISTER by the 
Secretary and states that it is an ‘‘in-
terpretation,’’ ‘‘interpretive rule,’’ 
‘‘commentary,’’ or a ‘‘statement of pol-
icy’’ for purposes of section 19(a) of 
RESPA. Such documents will be pre-
pared by HUD staff and counsel. Such 
documents may be revoked or amended 
by a subsequent document published in 
the FEDERAL REGISTER by the Sec-
retary. 

(2) A ‘‘rule, regulation, or interpreta-
tion thereof by the Secretary’’ for pur-
poses of section 19(b) of RESPA (12 

U.S.C. 2617(b)) shall not include the 
special information booklet prescribed 
by the Secretary or any other state-
ment or issuance, whether oral or writ-
ten, by an officer or representative of 
the Department of Housing and Urban 
Development (HUD), letter or memo-
randum by the Secretary, General 
Counsel, any Assistant Secretary or 
other officer or employee of HUD, pre-
amble to a regulation or other issuance 
of HUD, Public Guidance Document, 
report to Congress, pleading, affidavit 
or other document in litigation, pam-
phlet, handbook, guide, telegraphic 
communication, explanation, instruc-
tions to forms, speech or other mate-
rial of any nature which is not specifi-
cally included in paragraph (a)(1) of 
this section. 

(b) Unofficial interpretations; staff dis-
cretion. In response to requests for in-
terpretation of matters not adequately 
covered by this part or by an official 
interpretation issued under paragraph 
(a)(1)(ii) of this section, unofficial staff 
interpretations may be provided at the 
discretion of HUD staff or counsel. 
Written requests for such interpreta-
tions should be directed to the address 
indicated in § 3500.3. Such interpreta-
tions provide no protection under sec-
tion 19(b) of RESPA (12 U.S.C. 2617(b)). 
Ordinarily, staff or counsel will not 
issue unofficial interpretations on mat-
ters adequately covered by this part or 
by official interpretations or com-
mentaries issued under paragraph 
(a)(1)(ii) of this section. 

(c) All informal counsel’s opinions 
and staff interpretations issued before 
November 2, 1992, were withdrawn as of 
that date. Courts and administrative 
agencies, however, may use previous 
opinions to determine the validity of 
conduct under the previous Regulation 
X. 

§ 3500.5 Coverage of RESPA. 
(a) Applicability. RESPA and this part 

apply to all federally related mortgage 
loans, except for the exemptions pro-
vided in paragraph (b) of this section. 

(b) Exemptions. (1) A loan on property 
of 25 acres or more. 

(2) Business purpose loans. An exten-
sion of credit primarily for a business, 
commercial, or agricultural purpose, as 
defined by Regulation Z, 12 CFR 
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